DOCUMENT RESUME 



ED 451 400 



CE 081 561 



AUTHOR 

TITLE 



INSTITUTION 
REPORT NO 
PUB DATE 
NOTE 

AVAILABLE FROM 



PUB TYPE 

EDRS PRICE 
DESCRIPTORS 



IDENTIFIERS 



Fagnoni, Cynthia M. 

Welfare Reform: Progress in Meeting Work-Focused TANF Goals. 
Testimony before the Subcommittee on Human Resources, 
Committee on Ways and Means, House of Representatives. 
General Accounting Office, Washington, DC. 

GAO-01-522T 
2001-03-15 
1 9p . 

U.S. General Accounting Office, P.O. Box 6015, Gaithersburg, 
MD 20884-6015; Web site: http://www.gao.gov (first copy 
free; additional copies $2). For full text: 
http: / / www. gao.gov/new. items/d01522t .pdf . 

Legal/Legislative/Regulatory Materials (090) -- Reports - 

Evaluative (142) 

MFOl/PCOl Plus Postage. 

Adults; Delivery Systems; Economic Climate; Economic 
Factors; Education Work Relationship; Educational 
Legislation; Employment Patterns; * Employment Programs; 

* Employment Services; Family Characteristics; Family 
Financial Resources; Family Income; Family Status; Federal 
Legislation; Individual Characteristics; Influences; Job 
Placement; Labor Legislation; Labor Market; Needs 
Assessment; Program Effectiveness; Program Improvement; 
Public Policy; Salary Wage Differentials; State Federal Aid; 
*State Programs; Trend Analysis; *Welfare Recipients; 
*Welfare Reform 

California; Connecticut; Florida; Impact Studies; Maryland; 
Michigan; ^Temporary Assistance for Needy Families; 
Washington; Welfare to Work Programs 



ABSTRACT 



The General Accounting Office (GAO) examined progress in 
meeting work-focused goals of the Temporary Assistance for Needy Families 
(TANF) program. The following issues were considered: (1) states' progress in 

implementing TANF; (2) the status of families who have left welfare; (3) the 
characteristics of adults currently receiving TANF; (4) states' strategies 
for helping hard- to-employ recipients find jobs; and (5) emerging issues as 
welfare reform evolves. The analysis established that, as states implemented 
welfare reform amid strong economic growth, welfare caseloads dropped by 50%. 
Although most adults in former welfare families were employed at some time 
after leaving welfare, they were often working at low-wage jobs. States were 
attempting to help hard- to-employ recipients find jobs through strategies 
such as improving and expanding case management and providing services 
targeted toward preparing hard- to-employ individuals for work. Most TANF 
recipients were not engaged in work activities in part because many have 
characteristics that make it difficult for them to get and keep jobs. The six 
states visited by GAO staff have modified their "work first" programs to 
better serve hard- to-employ clients. It was recommended that states emphasize 
and enhance their work-based welfare- to-work strategies and foster and 
facilitate improved management and service delivery approaches. (MN) 
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Welfare Reform: Progress in Meeting Work- 
Focused TANF Goals 



Mr. Chairman and Members of the Subcommittee: 

Thank you for inviting me here today to discuss the progress of welfare 
reform and our related work. The 1996 Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996 (P.L. 104-193) (PRWORA) 
significantly changed federal welfare policy for low-income families with 
children, building upon and expanding state-level reforms. It ended the 
federal entitlement to assistance for eligible needy families with children 
under Aid to Families With Dependent Children (AFDC) and created the 
Temporary Assistance for Needy Families block grant (TANF), designed to 
help needy families reduce their dependence on welfare and move toward 
economic independence. Under TANF, states have increased flexibility to 
meet four broad goals: 

• Providing assistance to needy families so that children may be cared for in 
their own homes or in the homes of relatives; 

• Ending the dependence of needy parents on government benefits by 
promoting job preparation, work, and marriage; 

• Preventing and reducing the incidence of out-of-wedlock pregnancies; and 

• Encouraging the formation and maintenance of two-parent families. 

In addition, PRWORA requires states to impose federal work and other 
program requirements on most adults receiving aid and to enforce a 
lifetime limit of 5 years, or less at state option, on the receipt of federal 
assistance. 

As states have implemented TANF, this Subcommittee has asked us to 
examine a broad range of welfare reform issues. My testimony today will 
focus on the progress of welfare reform related to the goals of providing 
assistance and reducing dependency by promoting work. More 
specifically, it discusses (1) states’ progress in implementing TANF, (2) the 
status of families who have left welfare, (3) the characteristics of adults 
currently receiving TANF and state strategies for helping hard-to-employ 
recipients find jobs, and (4) emerging issues as welfare reform evolves. 

The information on former welfare recipients is from our 1999 review of 
state studies and more recent studies. Information on current welfare 
recipients and state strategies for serving hard-to-employ recipients is 
drawn from our latest review of national data, numerous research studies, 
and visits to six states from a new report to this Subcommittee to be 
released soon. 
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In summary, our work shows that states are transforming the nation’s 
welfare system into a work-based, temporary assistance program for 
needy families, with a focus on moving people into employment rather 
than signing them up for cash assistance. States’ implementation of TANF, 
undertaken in a time of strong economic growth, has been accompanied 
by a 50 percent decline in the number of families receiving cash welfare — 
from 4.4 million in August 1996 to 2.2 million as of June 2000. Our review 
of state-sponsored studies available in 1999 and severed more recent 
studies show that most of the adults in families remaining off the welfare 
rolls were employed at some time after leaving welfare. Of adults who 
continue to receive TANF cash assistance, national data show that a 
higher percentage is currently engaged in work than previously — 1 7 
percent in fiscal year 1997 compared to 25 percent in fiscal year 1999. A 
majority of those on the rolls, however, are not working or engaged in 
work activities, in part because many have characteristics that make it 
difficult for them to get and keep jobs. All six of the states we visited have 
modified their “work first” programs — designed to move recipients quickly 
into jobs — to better serve recipients who face difficulties in entering the 
workforce. States have found that some of the recipients with such 
difficulties do, in fact, find jobs. While states have made significant 
progress in meeting work-focused goads, as welfare reform continues to 
evolve, attention should be paid to these issues: 

• Emphasizing and enhancing work-based strategies, including engaging 
hard-to-employ recipients in work and helping families stay off welfare 
and increase their earnings; and 

• Fostering and facilitating improved management and service delivery 
approaches by states. 



As States 

Implemented Welfare 
Reform Amid Strong 
Economic Growth, 
Welfare Caseloads 
Dropped 50 Percent 



Consistent with the thrust of the federal welfare reform law, states are 
moving away from a welfare system focused on entitlement to assistance 
to one that emphasizes finding employment as quickly as possible, called a 
“work first” approach. Our work and other studies show that many states 
and localities have transformed their welfare offices into job placement 
centers. In some locations, applicants are expected to engage in job search 
activities as soon as they apply for assistance and may be provided 
support services, such as child care and transportation, to support their 
work efforts without adding them to the welfare rolls. Our recently issued 
report on child care noted that spending on child care programs for low- 
income families under TANF and the Child Care and Development Fund 
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increased substantially in recent years, from $4.1 billion in fiscal year 1997 
to $6.9 billion in fiscal year 1999 in constant dollars. 1 

As many welfare offices have increased their emphasis on work activities, 
welfare offices and workers are also focusing more on helping clients 
address and solve problems that interfere with employment. In addition, 
some states are using the flexibility allowed under TANF to continue 
providing services to families who left the welfare rolls as a result of 
employment, including, in some cases, providing case management 
services to help ensure that families can deal with problems that might put 
parents’ jobs at risk. Some states are also providing services to low-income 
working families not receiving cash assistance. 

States’ implementation of more work-based programs, undertaken under 
conditions of strong economic growth, has been accompanied by a 
dramatic decline in the number of families receiving cash welfare. As 
shown in figure 1, the number of families receiving welfare remained 
steady during the 1980s and then rose rapidly during the early 1990s. 2 The 
caseload decline began in 1995 and accelerated after passage of PRWORA, 
with a 50 percent decline in the number of families receiving cash 
welfare — from 4.4 million families in August 1996 to 2.2 million families in 
June 2000. Caseload reductions occurred in all states, ranging from 10 
percent in the District of Columbia to 85 percent in Wyoming. 3 While 
economic growth and state welfare reforms have been cited as key factors 
to explain nationwide caseload decline, there is no consensus about the 
extent to which each factor has contributed to these declines. 4 



1 Child Care: States Increased Spending on Low-Income Families (GAO-Ol-293, Feb. 2, 2001). 

2 A Congressional Budget Office (CBO) model attributes more than half of the growth in AFDC 
caseloads between 1989 and 1992 to increases in the number of female-headed families (especially 
never-married females) and approximately one-fourth of the growth to the recession and to the weak 
economy that preceded and followed the recession. CBO Staff Memorandum, Forecasting AFDC 
Caseloads, With an Emphasis on Economic Factors (CBO, Washington, D.C.: July 1993). 

3 Data on caseload reductions for families by state utilize January 1997 to June 2000 data. 

4 Studies have specifically cited the following reasons for the caseload decline: changes made by 
PRWORA; state changes to welfare programs that preceded PRWORA; changes in client and 
caseworker behavior, past increases in the minimum wage; and low unemployment rates. See Council 
of Economic Advisers, The Effects of Welfare Policy and the Economic Expansion on Welfare 
Caseloads: An Update (Washington D.C.: Council of Economic Advisers, Aug. 1999). See also Rebecca 
M. Blank, What Causes Public Assistance Caseloads to Grow? (Cambridge, Mass.: National Bureau of 
Economic Research, Dec. 1997). 
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Figure 1: Number of Families Receiving Welfare From 1982 Through June 
2000 




Source: Department of Health and Human Services (HHS), Administration for Children 
and Families. 
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Most Adults in 
Former Welfare 
Families Were 
Employed at Some 
Time After Leaving 
Welfare, Often at Low- 
Wage Jobs 



Information on former welfare recipients shows that most adults who left 
welfare had at least some attachment to the workforce. Our 1999 review 
on the status of former welfare recipients identified studies from seven 
states that provided representative data on families leaving welfare. 6 
Employment rates among adults in the families who left welfare in these 
seven states ranged from 61 to 87 percent. 6 However, the employment 
rates were measured in different ways. Studies measuring employment at 
the time of follow-up reported employment rates from 61 to 71 percent. 
Studies measuring whether an adult in a family had ever been employed 
since leaving welfare reported employment rates from 63 to 87 percent. A 
more recent review of state and local-level studies supported by funds 
from HHS’ Office of the Assistant Secretary for Planning and Evaluation 
(ASPE) shows similar patterns. 7 In addition, a recent report by the Urban 
Institute, using data from its 1999 National Survey of America’s Families 
(NSAF) — a nationally representative sample — finds that 64 percent of 
former recipients who did not return to TANF reported that they were 
working at the time of follow-up, while another 1 1 percent reported 
working at some point since leaving welfare. 8 



Not all families who leave welfare remain off the rolls. In the seven studies 
we reviewed, the percentages of the families who left welfare and then 
returned to the rolls ranged from 19 percent after 3 months in Maryland to 
30 percent after 15 months in Wisconsin. In ASPE’s recent review of state 
and local-level studies, the proportion of families who returned to welfare 
within 12 months after exit ranged from 12 percent in San Mateo County, 



6 See Welfare Reform: Information on Former Recipients’ Status (GAO/HEHS-9948, Apr. 28, 1999). In 
this report we identified 18 studies about former recipients and summarized the findings from eight of 
these studies (representing seven states) based on whether the results could be generalized to most 
families who left welfare in the state at the time of the study. The states we studied are Indiana, 
Maryland, Oklahoma, South Carolina, Tennessee, Washington, and Wisconsin. Because the seven 
states’ studies differed in time periods covered — from as early as 1995 to as late as 1998 — and 
categories of families studied, the results are not completely comparable. 

Employment rates in various studies generally excluded families who returned to welfare. Removing 
families who return to welfare from the employment rate calculations results in higher employment 
rates, because many former recipients who return to the welfare rolls are not employed. 

7 ASPE has encouraged the use of comparable measures among research focused on former recipients. 
ASPE awarded grants to states and the research community in fiscal years 1998, 1999, and 2000 for 
studies in 10 states and three large counties. 

8 Pamela Loprest, How Are Families Who Left Welfare Doing Over Time? A Comparison of Two 
Cohorts of Welfare Leavers (Washington, D.C.: Urban Institute, Dec. 8, 2000). Respondents had been 
off TANF from between 3 months to more than 12 months at time of follow-up interview. 
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